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revenue which the city did not collect in the first fiscal year following 
the reduction. That amount becomes a permanent offset against the 
city’s property tax shift. For example, if a no- or low-property-tax 
city repealed its utility user tax and reduced local taxes by $1.5 million 
a year, county officials must subtract that amount from the city’s 
property tax shift. . . . ” 

The apparent legislative purposeof this subdivision limitation is to discourage 
a city from considering its new property tax allocation as a substitute for its 
own municipal tax revenues. A county will not be forced to lose part of its 
share of property taxes to a city that eliminates other sources of tax revenues. 

In applying the terms of section 97.35 to the termination of a city tax under 
a sunset clause, we are guided by several principles of statutory construction. 
In Dyna-Med. Inc. v. Fair Employtnenr & Housing Cum. (1987) 43 Cal.3d 
1379.1386-1387, the Supreme Court recently stated: 

“Pursuant to established principles, our first task in construing a 
statute is to ascertain the intent of the Legislature so as to effectuate 
the purpose of the law. In determining such inrent, a codrt must look 
first to the words of the statute themselves, giving to the language its 
usual, ordinary impon and according significance. if possible, to 
every word, phrase and sentence in pursuance of, the legislative 
purpose. A construction making some words surplusage is to be 
avoided. The words of the statute must be, construed in context, 
keeping in mind the statutory purpose, and statutes or statutory 
sections relating to the same subject must bc hanonized, both 
internally and with each other, to the extent possible. [Citations.]” 
The critical date of the subdivision (f)(2) limitation is January 1, 1988. 

The “city’s reduction . . . of the tax rate or tax base” must occur after January 
1, 1988, for the limitation to apply. If the city’s reduction takes place before 
January 1, 1988, no decrease in the property tax allocation will be required. 

It may bc argued that for purposes of the phrase “the city’s reduction after 
January 1, 1988, of the tax rate or tax base,” the enactment of a tax ordinance 
containing its own sunset clause creates the “reduction” at the time of the 
ordinance enactment, especially in light of the apparent legislative purpose of 
the limitation. With respect to a tax ordinance with a sunset clause enacted in 
1985, for exrample. it cannot be said that the choice to eliminate the city tax 
w.as due to the Legislature’s change in the property tax allocation formula in 
1988. The city cLannot be characterized as making its choice to rcducc 
municipal taxes at the “expcnsc” of the county government; lhc city council 
voted to reduce (climinaIc) the tax without expecting any property tax shift 
from the county. 

On the other hand, it may bc argued that the acrual reduction of a tax by 
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the enactment of a tax ordinance with a sunset clause dots not occur until the 
sunset clause becomes opcmtivc. A tax that is rcpcalcd on July 1. 1090, for 
cxamplc, under a sunset clause will cwsc elimination of the tax hasc and tax 
rate on the specified date and not before. The lax “reduction” is caused not 
only by cnactmcnt of the sunset clsusc, but by the failure to repeal the sunset 
provision prior to its operative date. 

While both arguments have merit, we believe that a “city’s reduction . . . 
of the tax rate or tax base” by enacting a tax ordinance with a sunset clause 
does not occur for purposes of scc.tion 97.35 until the sunset clause becomes 
operative. Under the utility users tax ordinance in question, the tax rate and 
tax base will be reduced on July 1, ! 990; no reduction will occur before that 
date. The critical factor is that the city retains the power to change its decision 
at any time prior to the operalive. date of the sunset clause. The reduction will 
not occur if the sunset clause is repealed. A county should not be expected to 
lost its allocation under the new formuls to a city thst refuses to act. The term 
“reduction” in subdivision (f)(2) of section 97.35 may reasonably be construed 
here to include Icgisl~tive action (cnactmcnt of a sunset clause) together with 
legislative inaction (faihrre to repeal the clause) without doing violence to the 
statutory scheme as a uholc. 

In answer to the question presented, therefore, we conclude that the 
temlination of an existing city tax in 1990 as a result of a sunset clause enacted 
in 1985 will require a reduction in the amount ofpropcrty.taxes allocated to a 
city under the provisions of section 97.35, subdivision (fj(2j. 


